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SUBJECT: JAPANESE RAISE BIDDING FOR OIL PRODUCTION CONTRACTS 
REF: LAGOS 7865 (NOTAL) 

1. AS DEPARTMENT AWARE (REFTEL), MANY OIL COMPANIES ARE 
COMPETING FOR PRODUCTION SHARING CONTRACTS WITH THE NIGERIAN 
NATIONAL OIL CORPORATION ((NNOC). A CONFIDENTIAL SOURCE HAS 
SHOWN THE EMBASSY A COPY OF A PROPOSAL DATED OCTOBER 5 
FROM THE FUYO PETROLEUM DEVELOPMENT CORPORATION OF JAPAN 
OFFERING THE ULTIMATE "PRODUCTION SHARING" TERMS: 

ONE HUNDRED PERCENT FOR NNOC, ZERO FOR FUYO. 

2. FUYO IS ASKING FOR EXPLORATION AND DEVELOPMENT RIGHTS 
TO FOUR OFFSHORE BLOCKS AND WOULD GIVE UP HALF OF THE 
TOTAL AREA AFTER FIVE YEARS. FUYO WOULD PAY ALL COSTS, 

THE TITLE TO ALL OIL WHICH MIGHT BE PRODUCED WOULD REST 
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OPTION TO PURCHASE THE OIL AT THE THEN PREVAILING MARKET 
PRICE. FUYO ALSO PROPOSES THAT, ONCE THE AREA IS IN 
PRODUCTION, ITS COSTS BE RECOUPED IN KIND WITH ROYALTY 
OR PRATICIPATION OIL AVAILABLE TO NNOC FROM OTHER 
VENTURES. 

3. COMMENT: TERMS SUCH AS THESE HAVE NEVER BEFORE COME 
TO ATTENTION OF EMBASSY. APPARENTLY PRICE OF THE OIL 
IS OF NO CONSEQUENCE TO THE JAPANESE WHO ARE WILLING TO 
UNDERWRITE ALL EXPLORATION AND DEVELOPEMENT COSTS SIMPLY 
FOR THE RIGHT TO PURCHASE FROM AN ASSURED SOURCE OF 
SUPPLY. COST RECOVERY CLAUSE IS ADDED FILLIP WHICH WOULD 
ALLOW THE JAPANESE TO OBTAIN EVEN MORE OIL THAN THEY 
PRODUCE. 

REINHARDT 
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